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include any area which is adjacent to a
disaster ares that has suffered damage.
This was added in order to include
areas that are not damaged severely
enough to be declared disaster areas
themselves, but which still have suf-
fered damage, including economic
losses.

People all across the Midwest are
pulling together to fight for their
homes, lands and communities. We are
thankful for the outpouring of help
from our neighborr and the quick ac-
. tion by Federal o! cials, but, unfortu-
nately, the $2.98 biilion that the Presi-
dent has pledged will not be enough. In
fact, I would not be surprised if Missou-
ri’s Josses alone came to that amount.

Simllar legislation was enacted after
last year's Hurricane Andrew, but it
was specific to that disaster only. We
need to provide assistance now while
the flooding 18 ongoing; we need to help
people get or extend credit. We also
must be prepared to provide quick and
useful aasistance when it is time to re-
build.

In addition, I intend to offer this bill
in the form of an amendment to the
new disaster supplemental appropria-
tions bill. I urge my colleagues to give
their full support for this measaure.

I ask that the full text of my state-
ment be printed in the RECORD, along
with the full text of the bill.

There being no objection, the bill was
ordered to be printed in the RSCORD, as
follows: .
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Be it enacted by the Senate and House of Rep-
reseniatives of the United States of America in
Congress assembled,

BECTION L. SHORT TITLE.

This Act mey be cited as the ‘‘Disaster
Credit Ralief Act of 1993",

SEC. 2. EMERGENCY WAIVERS OF BURDENBOME

REGULATORY REQUIREMENTS FOR
DISASTER AREAS.

The Rederal Deposit Insurance Act (12
U.S.C. 1811 ot 8eq.) 18 amended by adding at
the end the following new saction:

“EKC. 44. EMERGENCY WAIVERS POR DISASTER
AREAS,

‘(a) IN QENERAL.—Each Federal banking
agency may, by regulation or order, waive
the applicability of any provision of law or
regulation to any insured depository institu-
tion which 8 locatad within, or a significant
portion of the service area of which is lo-
cated within, a disaster area if—

*'(1) the walver takes effect before the end
of the 30-month perio¢ beginning on the date
on which the President determines, pursuant
to section 401 of the Robert T. Stafford Dis-
aster Rellef and Emergency Assistance Act,
that a major disaster extsts in the area; and

‘(2) the agency determines that the
walver—

‘(A) would enhance the institution's abil-
ity to make additional oredit available in
the disaster area; and

‘(B) is consistent with the safety and
soundness of the institution.

*'(b) 3-YRAR LIMIT ON WAIVERS.—Any walv-
or granted under this section shall expire not
later tkan 8 years after the date of the deter-
mination referred to in subsection (a)1).

*/(c) PUBLICATION REQUIRED.—After grant-
ing any waiver under subsection (a), an ap-
propriate Federal banking agency shall pub-
lish in the Federal Register s statement
which—
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(1) describes the walver; and

‘(2) explains how the wajver—

'*(A) will enhance the availability of addi-
tional credit in the disaster area; and

*(B) 18 consistent with safety and sound-
ness of any insured depository institution
which 18 subject to the waiver.

‘(d) DISASTER AREA DermNED.—For pur-
poses of thia section, the term ‘disaster area’
means—

(1) an area in which the President has de-
termined pursuant to section 401 of the Rob-
ert T. Stafford Disaster Relief and Emer-
gency Assistance Act, that a major disaster
exists; and

‘(2) any area which—

‘“(A) 18 adjacent to an ares described in

paragraph (1); and

‘(B) has suffered damage (including eco-
nomic losses) as a result of the same set of
circumsatances giving rise to the determina-
tion referred to in paragraph (1) with respect
to the area described in such paragraph.'’.e

By Mr. BUMPERS (for himself,
Mr. WOFFORD, and Mr. KOHL):

8. 1274. A bill to authorize funding
for certain Small Business Administra-
tion programs, and for other purposes;
to the Committee on Small Business.

SMALL BUSINESS CREDIT REFORM ACT OF 1953
@ Mr. BUMPERS. Mr. President, today
I am introducing for myself, Senator
WOFFORD and Senator KOHL the Small
Business Credit and Recovery Act of
1993. This bill may be the most impor-
tant single thing which Congress can
pass this year to ensure the availabil-
ity of adequate small business lending
in the coming years. It will do so by
placing the Small Business Adminis-
tration's section 7(a) loan guaranty
program—which has lately become as
well known as it is meritorious—on a
sounder financing footing for years to
come. This bill will do something
which politicians talk about inces-
santly, but which almost never is ac-
complished. The bill will enable the
Government to truly serve more people
by spending less money. )

The now i{nfamous credit crunch for
small business, which has also inspired
a lot of sympathetic rhetoric from
Members of Congress, {8 a continuing
snd real daily crisis facing thousands
of business owners. Lack of business
lending threatens the ability of even
the healthiest businesses to mest pay-
rolls and purchase inventories. Here-
tofore, such businesses had no trouble
getting a bank loan. The situation fac-
ing a young and aspiring business
owner with no track record is one of
virtual imposasibility.

No Member of this body today is un-
aware of the credit crunch, and I know
for a certainty that the {ssue is well
known to the President and others in
the administration. President Clinton
announced in March a sweeping pack-
age of banking regulatory reformns
aimed at Increusing small business
lending. Unhappily, those reforms are
yet to take hold, or perhape have not
flltered down tc the level of the loan
officer and the bank examiner.

kor more than 2 years, the credit
crunch has forced unprecedented num-
bers of businessowners to turn to the
Small Business Administration’s sec-
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tion 7(a) loan progrem for capital. This
program allows SBA to guarantee be-
tween 80 and 90 percent of a small busi-
ness borrower’s loan, so that the bank
18 partially protected in the event of
default. The program enables banks to
make much longer term loans and larg-
er loans, with more manageable pay-
ment periods, than the bank could
make otherwise. The section 7(a) pro-
gram i8 a proven job creator and a bar-
gain for the Government, as was con-
firmed in an excellent recent study of
the program by Price Waterhouse.

Just a few weeks ago, Congress ap-
proved and the President shortly there-
after signed a $175 million supple-
mental appropriation for SBA business
lending. This appropriation is suffi-
cient to support about $3.2 billion in
loan guarantees. The 1993 supplemental
was in some ways & rerun of 1992, but
with two significant exceptions. This
yoear, SBA had actually run out of
money and closed down the 7(a) pro-
gram at the end of April, leaving busi-
neeses with loan applications in proc-
ess literally stranded for 2 months.

As everyone knows, the Appropria-
tions Committee has been working in
recent years under a cap on domestic
spending, and we can only expect that
situation to continue for as long as
these enormous deficits which Presi-
dent Clinton inherited continue to
threaten our economic future. So, we
must find creative ways to reduce the
costs of essential programs like 7(a) if
more people are to be sarved. We have
to do more with less—a statement
which is frequently made around here,
and which I usually assume is a ruse
for someone who wants to dodge the
bullet. But if this bill (s enacted, the
SBA will actually be able to do more
with less. Mr. President, let me assure
the Senate that the Committee on
Small Business has no {ntention of
dodging our responsibilities, however
difficult they may be. The bill I am in-
troducing today is the largest reform
in the history of the SBA 7(a) program.
It will significantly reduce the costs of
an already efficient program and there-
by allow the same appropriated dollars
to fund more than twice as many loans.
And it will do so without undermining
the purposes of the 7(a) program and
without placing an undue burden on
any borrower or lender.

Miraculous as that may sound, this
bill actually reduces the program's
costs below the ambitious targets set
in the President’s fiscal year 1994 budg-
et proposal. Moreover, it does 80 in
ways that in my judgment are more
prudent and less unerous for all con-
cerned.

As I alluded to esarlier, there has been
a virtual run on the SBA section 7(a)
program since late in 1891. For 2 years
running, Congress has provided supple-
mental appropriations which almost
doubled the regular appropriated level.
In 1992, Congress and Fresident Bush
agreed to emergency funding to keep
the 7(a) program in operation, while
this Congress and this President put
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", the program back in business without
deficit financing because we were for-
tunate to find offsetting cuts in cther

-, Federal programs. Finding those off-

x/sets. iet me tell you, i8 no easy task,
nor is it one which we can rely on in
the future,

The reality is that thousands of peo-
ple who are the primary engine of our
economy need help, and there {8 very
little money in the $1.8 trillion Federal
budget to help them. Psrsonally, I can
find several dozen marginal or useless
programs which could be sacrificed or
reduced to keep a truly meritorious
program like this is operation, and I
intend to let my colleagues vote on
some of those options during the com-
ing appropriations process.

It bears noting that under current
law the 7(a) program will require a sub-
sidy of only 4.92 percent, and perhaps a
little less, in 1994. So, each Federal dol-
lar leverages $20 from banks and other
lenders who would otherwise not pro-
vide loans to small business. At the
very least, they would not provide
these loans on the same terms and
amounts as under the SBA's partial
loan guaranty. This program i8 a bar-
gain in the Federal Government, even
without the changes I am proposing,
and it 18 a proven and efficient job cre-
ator.

However, we must cut the cost of the
T(a) program if more people are to be
served by whatever resources are pro-
vided by the Appropriations Commit-
tee.

As my colleagues know, the actual
loan program levels for the 7(a) pro-
gram are based on the amounts appro-
priated for loan guaranty subsidy, di-
vided by the so-called subsidy cost of
the loan a8 determined by the Office of
Management and Budget. This subsidy
formula, which differs for each pro-
gram, i8 complex and takes into ac-
count such factors as defaults, ulti-
mate losses, any buy-down of the inter-
est rate, and other factors. To say that
the formula {8 arcane 18 an understate-
ment, but the subsidy rate i1s the key
to loan programs under the Credit Re-
form Act which was enacted as part of
the 1990 budget agreement.

OMB estimates that the subsldy rate
for the 7(a) program for fiscal year 1994
will be 4.92 percent under current law,
which {s siightly less than the 1993 rate
due to an improvement in recoveries on
defaulted loans. The subsidy rats will
be changed to reflect changes in law
enacted by Congress which have the ef-
fect of increasing or decreasing a loan
program's cost. A 4.92 percent subsidy
means that Congress must appropriate
roughly $50 million—actually $49.2 mil-
lion—in order to fund $1 billion in SBA
loan guarantees. In other words, the
private sector puts up roughly 3$20 for
each Federal dollar.

The 7(a) program has grown from
about $3.5 billion in 1991 to 36.8 billion
under the 1993 supplemental. The Clin-
ton administration, unlike its recent
predecessors, recognize the importance
of small business loans to economic
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growth and has proposed several meas-
ures to bring down the subsidy rate.
While some of those proposals may
have merit, the steps which I am lay-
ing out today will, in my judgment, be
more effective in reducing costs while
at the same time not undermining the
program’s purposes or effectiveness.

Mr. President, let me emphasize that
the reforms in this bill bear no resem-
blance to budget measures proposed by
Presidents Reagan and Bush, which
were ailmed at reducing demand for
SBA loans. For years, the Reagan ad-
ministration did i{ts best to kill SBA.
They hated the loan programs above
all else because they believed that peo-
ple who did not have money did not de-
serve money.

I always hasten to add that the
Reagan administration probably would
have succeeded in killing SBA had it
not been for the courage and tenacity
of the Small Business Committee’s
former chairman and colleague, Lowell
Weicker, who 18 now the distinguished
Governor of Connecticut.

When President Reagan and David
Stockman failed to kill SBA, they and
their successors proposed each year to
make the programs go unattractive or
unworkable that no sensible person
would participate. For the 7(a) pro-
gram, the last two administrations
proposed ralging the up-front guaranty
fee charged to SBA borrowers from 2 to
5 percent—in percentage terms, an in-
crease in costs for amall business bor-
rowers of 150 percent. Obviously, no
one in his right mind would pay this
kind of fee, and that was exactly the
purpose. Needless to say, these draco-
nian proposals were not adopted by the
Congress. The bill I am proposing
today contains no Increase in the
upfront fee paid by borrowers.

Today's bill {8 no free lunch, but 1t I8
a fair deal. While the Reagan and Bush
budgets placed all of the burden on the
small business borrower, this bill gets
its savings from lenders while, at the
same time, leaving the program suffi-
ciently attractive and profitable that
banks will still consider it a good deal.

The administration budget would
have reduced the subsidy cost for the
T(a) program from 4.92 to 2.37 percent.
Frankly, I thought that target was
overly ambitious. To my pleasant sur-
prise, the steps I am urging will reduce
the cost to 2.21 percent, according to
estimates by the Small Business Com-
mittee staff made in cooperation with
S8A staff. This will result in a 1994
program level of slightly over $7 billion
under the appropriation figure being
considered in the Senate, which 18
equal to the President's request, but
lowor than the House number.

This bill makes four important sub-
stantive changes in the program. It
will:

First, establish a centralized, unified
payment processing system for all 7(a)
borrowers and lenders. In return for
this new system, 8 0.25 percent fee will
be imposed on the declining principal
balance of monthly loan payments.
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This new system can be established at
little or no cost to the Government,
using the present fiscal and transfer
agent for the saction 504 development
company loans and for the secondary
market in 7(a) loans a8 a model. This
gervicing fee will reduce the subsidy
cost of the program by 110 basis points.
This provision 18 in lleu of the adminis-
tration proposal to impose a 50 basis
point fee on the declining balance of
loans sold in the secondary market.
Concern was expressed that the admin-
istration proposal would unfairly dis-
criminate against lenders which sell
their loans. The proposal I am advanc-
ing would treat all loans alike with a
smaller fee.

Second, decrease the percentage of
SBA's guaranty on loans made under
the Preferred Lender Program from the
current 80 percent to 75 percent. This
change will restore the PLP program
to its original practice by repealing an
increase in PLP guarantees which was
made a few years ago. This change wiil
save 17 bagis points.

Third, impose an excess premium
guaranty fee equal to one-half of any
premium realized by the seller of a
loan over 110 percent for loans sold in
the secondary market. Some guaran-
teed loans are being sold in the second-
ary market for what could be con-
strued as excessive prices based on the
Government's guaranty. This change in
law will save 73 basis potnts from the
baseline cost.

Fourth, leave the current percentage
of guaranty at 80 percent for loans
under $155,000, but reduce it from 85
percent to 75 percent on loans greater
than $155,0600, which have maturities of
longer than 10 years. This change
seems preferable, in my view, to the
administration’s proposal to reduce the
percentage of guaranty on all real es-
tate loans, including small loans, to 70
percent, and it will produce savings of
71 basis points.

Additionally, the bill will increase
the authorization for the SBA 504 pro-
gram in fiscal year 1993 to $900 million,
3$1.2 billion in fiscal year 1994, $1.3 bil-
Hon in fiscal year 1995, and $1.4 billion
in fiscal year 1996. This remarkable
program, which makes. long-term,
fixed-rate financing available to bor-
rowers for capital expansion and equip-
ment, has a subsidy coet of only one-
half of one percent. The increase in
loans this year can bo paid for by
reprogramming a modest amount of
unused funds from other programs
within SBA. Authorization for 7(a)
loans will also be increased from $6.2
billion in fiscal year 1993 to $7.5 billlon,
xlmd in 1994 from $7.2 billion to $8 bil-

ion.

The Smell Business Committee plans
to hold a hearing on this bill in the
near future and to mark it up as soon
a8 possible. I encourage my colleagues
to join as cosponsors of this important
legislation.

The bill also contains several tech-
nical changes in loan programs which
will improve efficiency but do not have
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budgetary consequences. I will address
these provisions in detall when the bill
is reported by the Small Business Com-
mittee and consideread for passage.

Mr. President, I ask unanimous con-
sent that the bill be printed in the
RECORD following my statement and
the bill be appropriately referred.

There being no objection, the bill was
ordered to be printed in the RECORD, a8
follows:

S. 1214

Be {t enacted by the Serate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(8&) S8HORT TTTLE.—This Act may be cited &s
the “Small Business Credit Reform Act of
1983,

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title; table of contents.

Sec. 2. General authorizations.

Sec. 3. Microloan program authorizations.

Sec. 4. Extension of State limitation on in-
terest rates.

Sec. 5. Guaranteed business loan Drogram
amendments.

Sec. 5. Interest rate for Preferred Lenders
Program.

Sec. 7. Microloan program amendments.

Sec. 8. Regulatious.

8ec. 9. White House Conference on Small
Business.

S8EC. 8. GENERAL AUTHORIZATIONS.

(a) FINANCINGS FOR FISCAL YRAR 1993.—Sec-
tion aXgX2) of the Small Business Act (15
U.S.C. 631 note) 18 amended—

(1) by striking '‘'$7,030,000,000'* and insert-
ing ''$8,455,000,000'";

(2) in subparagraph (A), by striking
*'$6,200,000,000"* and inserting ‘'$7,500,000,000';
and

(3) in subparagraph (C), by striking
‘*$775,000,000'" and {nserting **$909,000,000'".

(b) FINANCINGS FOR FISCAL YEAR 19%4.—Sec-
tion 2041X2) of the Small Business Act (15
U.8.C. 631 note) {3 amended—

(1) by striking *'$8,083,000,000'' and insert-
ing ‘'$11,258,000,000'";

(2) in subparagraph (A), by striking
*$7,200,000,000"" and {nserting ‘'$8,000,000,000';

(3) in subparagrapn (B), by striking “‘and"
at the end;

(4) by redesignating subparagraph (C) as
subparagraph {D);

(5) by inserting after subparagraph (B) the
following new subparagraph:

*(C) $3,000,000,000 in loans, as provided in
gection 7(aX2)); and’’; and

(6) in subparagraph (D), a8 redosignated, by
striking **$825,000,000'" and {nserting
**$1,200,000,000"".

(c) FINANCINGS FOR FISCAL YEAR 1995.~Sec-
tion 20 of the Small Bus!ness Act (15 U.S.C.
631 note) 18 amonded by striking subsections
(k) and (1), as added by section 405(3) of the
Small Business Credit and Rusiness Oppor-
tunity Enhancement Act of 1982, and insert-
ing the following:

*(I) The following program levels are au-
thorized for fiscal year 1995:

(I} For the proxrams authorized by this
Act, the Administration is authorized to
make 313.360.000,000 in deferred participation
loany and other financings, Of guch sum, tho
Admiplstration {3 authorized to make—

“‘(A) $9,000,000,000 {n general business loans,
a8 provided in section 7(a):

*(B) $3,000,000,000 1n ioans, as provided In
section T(axX11);

*'{C) $60,000,000 {n loans, a8 provided in sec-
tion 7T(aX12)}B); acd

*(D) $1,300,000,000 In flnancings, &9 provided
in section 7(a)(13) of this Act and section 504
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of the Small Busineas Investment Act of
1958,

*(3XA) For the programs authorized by
title IIT of the Small Business Investment
Act of 1958, the Administration 1s authorized
to make 323,000,000 in purchases of preferred
securities, $244.000,000 in guarantees of de-
bentures, of which $44,000,000 18 authorized in
guarantees of debentures from companies op-
erating pursuant to section 301(d) of such
Act, and $400,000,000 in gusrantees of partict-
pating securities.

‘(B) There are authorized to be appro-
priated to the Administration for fiscal year
1965, such sums as may be necessary to carry
out subparagraph (A), including salaries and
expenses of the Administration.

*(3) For the programs suthorized by part B
of title IV of the Small Basiness Investment
Act of 1968, the Administration 18 authorized
to enter into guarantees of not more than
$2,180,000,000."".

(d) FINANCINGS FOR FISCAL YEAR ]1996.—Sec-
tion 20 of the Small Business Act (16 U.8.C.
631 note) {8 amended—

(1) by striking subsections (m) and (n) and
{nserting the following:

‘‘{m) The following program levels are au-
thorized for fiscal year 1996:

‘(1) For the programs authorized by this
Act, the Administration is8 authorized to
make 3$14,960,000,000 in deferred participation
loans and other financings. Of such sum, the
Administration {8 authorized to make—

‘(A) $10,000,000,000 In general business
loans, as pravided in section T(a);

*(B) $3,500,000,000 {n loans, as provided in
section T(a)21);

‘*(C) $60,000,000 in loans, as provided in sec-
tion 7(a)(12)}B): and

‘(D) $1,400,000,000 in financings, as provided
in section 7(aX13) of this Act and section 504
of the Small Business Investment Act of
1958.

‘“(2)(A) For tke programs authorized by
title III of the Small Business Investment
Act of 1958, the Administration 1s authorized
to make 324,000,000 in purchases of preferred
securities, 3256,000.000 {n guarantees of de-
bentures, of which 346,000,000 18 authorized in
guarantees of debentures from companies op-
erating pursuant to section 301(d) of such
Act, and $550,000,000 in guarantees of partici-
pating securities.

‘(B) There are authorized to be appro-
priated to the Administration for fiscal year
1998, such sums as may be necessary to carry
out subparagraph (A), including salaries and
expenses.

“(3) For the programs authorized by part B
of title IV of the Small Business Investment
Act of 1958, the Administration is authorized
to enter {nto guarantees not to exceed
$2,275,000,000."";

(2) 1n subsection (0), by striking *'(0) The”
and fnserting “(n) The'; and

(3) In subsection (p)—

(A) by striking *(p) There" and inserting
‘“(2) There', and indenting appropriately;
and

(B) by striking “‘subsection (o) and insert-
ing “‘paragraph (1)".

S8EC. 3. MICROLOAN PROGRAM AUTHORIZATIONS.

Soction 30(k) of the Small Business Act (15
U.8.C. 631 note) is amended~—

(1) by striking paragraph (1);

(2) by rodesignating paragraphs (2) and (3)
as paragraphs (1) and (2), respoctivaly;

(3) in paregraph (1), as redssignated, by
striking ‘‘and" at the end;

(4) In paragraph (2), as redesignated—

(A) 1n subparagraph (A), by striking
**$60,000,000" and {nserting ‘'$60,000,000"";

(B) In subparagraph (B), by striking
''$35,000,000'" and {nserting **$30,000,000""; and

(C) by striking the period at the end and
inserting a semicolon; and
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(5) by adding at the end the following new
paragraphs:

'*(3) for fiscal year 1996—

“(A) $100,000,000 to be used for the provi-
sion of loans; and

*(B) 345,000,000 to be used for the provision
of grants; and

**(4) for fiscal year 1956—

*‘(A) $120,000,000 to be used for the provi-
sion of loans; and

*(B) $55,000,000 to be used for the provision
of graats.”’.

BEC. 4. EXTENBION OF STATE LIMITATION ON IN-.
TEREST RATES,

Section 11Xc) of the Small Business Ad-
ministration Reauthorization and Amend-
ments Act of 1983 (Public Law 100-500; 102
Stat. 2996) 18 amended—

(%) by striking paragrapa (3); and

(2) by striking ‘‘(1) IN GENERAL.—",

BEC. §& GUARANTEED BUSINEfS LOAN PROGRAM
AMENDMENTS.

(a) ADDITIONAL GUARANTEE FEES.—

(1) IN OENERAL.—Soction 7(a)18) of the
8mall Businoss Act (15 U.S.C. 636(a)(18)) is
amended—

(A) by inserting “(A)" after *‘(18)"; and

(B) by adding at the end the following new
subparagraph:

‘(B) In addition to fees collected under
subparagraph (A), the Administration shall
collect a fee charged to the participating
lending institution in any case in which a
loan made under this section is sold on the
gecondary market in an amount equal to %
percent of that portion of the sale price
which is in excess of 110 percent of the face
value of the loan. Such fee may not be
charged to the borrower.'.

(2) SUNSET.—The amendments made by
paragraph (1) shall remain in effect until
September 30, 1996.

(b) GUARANTEE PERCENTAGES.—

(1) IN OENERAL.—Subparagraph (B) of sec-
tion 7(a)2) of the Small Business Act (15
U.8.C. 636(aX2)) 1a amended to read as fol-
lows:

*(B) subject to the limitation in paragraph
(3)y—

‘(1) not less than 70 percent nor more than
T5 percent of the financing outstanding at
the time of disbursement, if such financing is
more than $155,000 and the period of matu-
rity of such financing is less than 10 years,
except that the participation by the Admin-
istration may be reduced below 70 percent
upon request of the participating lender; and

‘‘(11) not less than 80 percent of tho financ-
{ng outstanding at the time of disbursement,
if such financing 18 & loar under paragraph
(16).".

(2) ADDITIONAL  AMENDMENTS.—Sectlon
TNa)2) of the Small Business Act (15 U.S.C.
636(a)(2)) 18 amended-—

(A) in the second sentence (Immaediately
following paragraph (2;(BXi1)), by striking
*85 percent” and {inserting ‘‘the speclfied
percentages''; and

(B) 1n the third sentencs, by striking '‘8C
percent’’ and inserting *'75 percent'.

(C) SYSTEM FOR LOAN PAYMENT AND 3ERVIC-
INOG.—Section 7(a) of the Small Business Act
(15 U.S.C. 636(a)) {8 amended by adding at the
end the following new paraypraph:

‘(22)(A) For loans guaranteed under this
subsection, the Administrator I8 authorized
to establish a centralized loan payment and
sarvicing system.

(B) Such systom shall utilize a flscal and
transfer agent to collect an annual fee on
each loan that is equal to % of 1 percent of
the daclining principal balance of the loan.'”.
8EC. & INTEREST RATE FOR PREFERRED LENT-

ERS PROGRAM, :

Section T(a)2) of the Sraall Business Act
(15 U.8.C. (aX2)) 18 amended by Inserting
after the tiiird sentence, the followiny: '"The
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maximum interest rate for a loan under the
Preferred Londers Program shall not exceed
the maximum interest rate applicable to
other loan guarantes programs under section
T(a). as e3tablished by the Administrator.”.
SEC. 7. MICROLOAN PROGRAM AMENDMENTS,

Section 7(m) of the Small Business Act (15
11.S.C. 836(m)) 1s amanded—

(1) In paragraph (I)(BXifl),
**$15,000"* and inserting '*$25,000"";

(2) tn paragraph (4XC)11), by inserting *“to
defray costs associated with loan fund ad-
min{stration and’’ before ‘‘to provide’’;

(3) in paragraph (5)A), by striking *6
grants'’ and inserting *12 grants’;

(4) by amending paragraph (9} A) to read as
{cliows:

**(A) IN GENERAL.—The Administration
may provide, directly or through an organi-
zation described {n subparagraph (B), tech-
nical assistance for participants and poten-
tial participants in the Microloan Dem-
onstration Program to give such partici-
pants and potential participants such knowl-
edge,  skills, and understanding of
microlending practices necessary to operate
successful microloan programs.’’; and

(3) in paragraph {9{B)—

(A) by striking ‘'3 percent’’ and Inserting
*7 percent’’; and

(B) by inserting ‘‘and nonprofit organiza-
tions that have demonstrated experience in
providing training support for
microenterprise development and financing”
after "microlending organizations’.
8EC. 8 REGULATIONS.

(&) IMPLEMENTATION.—Not later than 60
days after the date of enactment of this Act,
the Admlinistrator of the Small Buslness Ad-
ministration (hereafter In this section re-
ferred to as the ‘“‘Administrator’) shall pro-
mulgate interim final regulations to imple-
ment the amendments made by this Act.

(H) IMPLEMENTATION OF POLLUTION CONTROL
. ASSISTANCE PROVISION.—

(N TECHNICAL CORRECTION.—Section
T(a)(12XB) of the Small Business Act (15
U.S.C. 83(aX12)XB))., as added by section
111(¢X(2) of Public Law 100-590, 1s amended by
striking "“(b)" and inserting *(B)" and by in-
denting accordingly.

(2) REGULATIONS.—Not later than 240 days
after the date of anactment of thig Act, the
Administrator shall promulgate final regula-
tions, after an opportunity for notice and
pubilc comment, to carry out section
T(a)12)(B) of the Small Business Act.

SEC. 9. WIITE HOURE CONFERENCE ON SMALL
BUSINESS.

(a) DATES OF CONFERENCES.—Section 2 of
the White House Conference on Small Busi-
ness Authorization Act (15 U.S.C. 631 note) is
amended—

(1) by striking ‘‘January 1, 199" and {n-
serting “‘May 1, 1995,

(2) by striking **April 1, 194" and inserting
**December 31, 1995""; and

(3) by strikinz “*‘December 1, 1992 and In-
serting ""March 1, 1994"",

(b) APPOINTMENT OF COMMISSIONERS.—Sec-
tton 5{a) of the White House Conference on
Small Business Authorization Act (15 U.S.C.
631 note) 18 amended by striking ‘‘The Presi-
dent’’ and inserting “‘Not later than 30 days
after the date of enactment of the Small
Business Credit Reform Act of 1993, the
Prosidont’.

(C) AUTHORIZATION OF APPROPRIATIONS.—
Section ¥a) of the White House Conferencs
on Small Business Authorization Act (15
U.8.C. 631 note) is amended by striking
**$5,000,000"" and inserting ‘*$7,000,000"".e

by striking

By Mr. RIEGLE (for himself, Mr.
SARBANES, Mr. Dopp, Mr.
KERRY, Mrs. BOXER, Mr. CAMP-
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BELL, Ms. MOSELEY-BRAUN, and
Mr. BRADLEY):

S. 1275. A bill to facilitate the estab-
lishment of community development
financial institutions; to the Commit-
tee on Banking, Housing, and Urban
Affairs.

THE COMMUNITY DEVELOPMENT BANKING ACT

Mr. RIEGLE. Mr. President, I intro-
duce the Community - Development
Banking and Financial Institutions
Act of 1993. I am joined in introducing
this bill by my distinguished col-
leagues Senators SARBANES, DoDD,
KERRY, BOXER, CAMPBELL, MOSELEY-
BRAUN, and BRADLEY. This initiative
was unveiled by President Clinton on
July 15. I commend the President on
crafting this innovative proposal,
which 18 a part of & larger administra-
tion strategy to factlitate the flow of
capital into distressed, credit-starved
communities. The President has also
presented a companion community
lending initiative consisting of regu-
latory reforms to improve enforcement
of the Community Reinvestment Act.
Together, these initiatives will foster
the develop and expansion of grassroots
community-oriented lending institu-
tions while, at the same time, encour-
aging the entire banking industry to
gerve low inceme and minority commu-
nities. ’

Last spring's riots in Los Angeles
demonstrated how serious the situa-
tion has become in our Nation’s cities.
Now, more than ever, we need new
models for revitalization. Inadequate
access to capital is one of the primary
factors leading to disinvestment and
disintegration. Last year, the Banking
Committee held several hearings focus-
ing on access to capital in distressed
communities and among low and mod-
erate income people. The Committee
found significant capital gaps caused
by racial discrimination and redlining,
changes in the banking and financial
services industries, lack of expertise in
community lending, and the special
characteristics of the community de-
velopment credit market.

Redlining and discrimination are
still significant problems in many com-
munities. A recent Federal Reserve
Board study of 1991 HMDA data indi-
cated that African-Americans are twice
a8 likely as their white counterparts to
be rejected for a mortgage loan and
Latino applicants are 1.4 times as like-
ly to rejected as whites. A more de-
tailed analysis by the Fedaral Reserve
Bank of Boston documented that, after
controlling for legitimate credit con-
cearns, minority applicants are still 60
percent more likely than white appli-
cants to be rejected when requesting
mortgage loans. Furthermore, a Gen-
eral Accounting Office study revealed
that the number of mortgage loans
purchased by Fannie Mae and Freddie
Mac per homeowner declines as the
percentage of minorities in the neigh-
borhood {ncreases.

Consolidation of the banking system
has caused concerns about credit avail-
abllity. Three-quarters of all small
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business loans are made by small and
medium sized banks. Small business
loans also comprise a larger portion of
the loan portfolios of small and me-
dium si{zed banks. Loans to small firms
make up 95 percent of the loan port-
folio at small banks and 77 percent at
medium banks, compared to 13 percent
at large banks. As banks become larg-
er, they rely increasingly on standard-
1zed underwriting and credit criteria.
Since investment in many distressed
communities often requires creative
and flexible financing, this trend to-
ward consolidation has had the effect
of discouraging investment in die-
tressed communities,

The Community Development Bank-
ing and Financial Institutions Act will
plant the seeds of a network of finan-
cial institutions dedicated to the revi-
talization of our inner cities and dis-
tressed rural communities. Community
development financial institutions are
a diverse group of depository and non-
depoeitory, for-profit and non-profit in-
stitutions whose primary mission is to
revitalize their communities by invest-
ing in them. They are an innovative
mechaniam for bringing private capital
into low income neighborhoods. They
include community development
banks, community development credit
unions, minority-owned banks, commu-
nity development loan funds,
microenterprise lenders, community
development corporations, and other
nelghborhood development organiza-
tions providing credit services. These
institutione have Impressive track
records of facilitating small business
development, filnancing and construct-
ing affordable housing, creating and re-
taining jobs, and building new ladders
of opportunity for low-income resi-
dents.

I have been a stroi.g supporter of
community-oriented lending institu-
tions. As part of the Housing and Com-
munity Development Act of 1992, I au-
thored a demonstration program de-
signed to promote investment in these
institutions. This bill expands on that
concept.

This bill 18 intended to build a coher-
ent community lending network that
supports and complements the activi-
ties of existing commercial lenders and
non-profit organizations, and promotes
new investment. This network will pro-
mote affordable housing, small busi-
ness, job creation and retention, and
other neighborhood revitalization ini-
tiatives. This network will focus on
more effectively using exlisting and de-
veloping new finance tcols, leveraging
private Iinvestment, building commu-
nities, and providing assistance to sced
or expand community-oriented lending
and development organizations. It is
critical to point out that investment in
community development financial in-
stitutions in no way reduces the obli-
gation of commaercial lenders to lend in
distressed communities. Community
development financial institutions are
intended to complement the activities
of existing lenders.



